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Re: Standardized Approach for Calculating the Exposure Amount of Derivative 
Contracts

Dea  Si /Madam,

The Global Fo eign Exchange Division (“GFXD”) of the Global Financial Ma kets 
Association app eciates the oppo tunity to p ovide comments to the Boa d of Gove no s of 
the Fede al Rese ve System, the Fede al Deposit Insu ance Co po ation and the Office of the 
Compt olle  of the Cu  ency (collectively the “Agencies”) on thei  joint notice of p oposed 
 ulemaking on the “Standa dized App oach fo  Calculating the Exposu e Amount of 
De ivative Cont acts” (the “P oposal”).
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The GFXD was fo med in co-ope ation with the Association fo  Financial Ma kets in Eu ope 
(AFME), the Secu ities Indust y and Financial Ma kets Association (SIFMA) and the Asia 
Secu ities Indust y and Financial Ma kets Association (ASIFMA). Ou  membe s comp ise 251 
global fo eign exchange (FX) ma ket pa ticipants collectively  ep esenting a ound 80%2 of the 
FX inte -deale  ma ket. We and ou  membe s a e committed to ensu ing a  obust, open and 
fai  ma ketplace and welcome the oppo tunity fo  continued dialogue with global  egulato s.

The FX ma ket is the wo ld’s la gest financial ma ket, and effective and efficient exchange of 
cu  encies unde pins the global financial system. Sove eign entities, cent al banks and othe  
gove nment sponso ed entities  ely on the FX ma ket to be well-functioning and liquid, and 
co po ations and investo s  egula ly pa ticipate in the ma ket fo  impo tant ope ational needs: 
to  educe  isk by hedging cu  ency exposu es; to conve t thei   etu ns f om inte national 
investments into domestic cu  encies; and to make c oss-bo de  investments and  aise funding 
outside home ma kets.

Many of the cu  ent legislative and  egulato y  efo ms have had, and will continue to have, a 
significant impact upon the ope ation of the global FX ma ket. The potential consequences 
of  efo ms on the FX ma ket should the efo e be ca efully evaluated befo e they a e 
implemented.

We app eciate the Agencies taking the initiative to fu the  imp ove the calculation 
methodology fo  exposu e amounts of de ivative cont acts. We p ovide the following input 
in  espect of the P oposal:

Question 8. Should SA-CCR include the alte native t eatment fo  exchange  ate de ivative 
cont acts in o de  to  ecognize the economic equivalence of chains of exchange  ate 
t ansactions? What would be the benefit of including such an alte native t eatment? 
Commente s p oviding info mation  ega ding an alte native t eatment a e encou aged to 
p ovide suppo t fo  such t eatment, togethe  with info mation  ega ding any associated 
bu den and complexity.

1 Bank of Ame ica Me  ill Lynch, Bank of New Yo k Mellon, Ba clays, BNP Pa ibas, Citig oup, C edit Ag icole, 
C edit Suisse, Deutsche Bank, Goldman Sachs, HSBC, JP Mo gan, Lloyds Bank, Mizuho, Mo gan Stanley, 
MUFG Bank, Natwest Ma kets, Nomu a, Royal Bank of Canada, Scotiabank, Societe Gene ale, Standa d 
Cha te ed Bank, State St eet, UBS, Wells Fa go and Westpac.
2 Acco ding to Eu omoney league tables.
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We welcome the Agencies’ alte native t eatment that  ecognizes the economic equivalence of 
chains of exchange  ate t ansactions. We note, howeve , that c eating sepa ate hedging sets 
fo  each fo eign cu  ency can lead to ove statement of exposu e. As a  esult, netting by 
cu  ency should only be int oduced if the issues leading to this ove statement can be mitigated

In this  ega d, we suppo t the comments made in the joint ISDA, SIFMA, ABA, BPI and FIA 
 esponse to this Question 8 in thei  lette  to you dated Feb ua y 15, 2019, as well as the 
quantitative data p esented in suppo t of thei   esponse.

We g eatly app eciate the oppo tunity to sha e ou  views on the P oposal. Please do not 
hesitate to contact Victo ia Cumings on +1 212 313 1141, email vcumings@gfma.o g, should 
you wish to discuss the above.

You s since ely,

James Kemp 
Managing Di ecto 

Global Fo eign Exchange Division, GFMA
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